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Who Am I?
Grew up in Big Piney, Wyoming

I understand that agriculture isn't  just an 
occupation, it 's a way of l ife!



How Would you define 
'Risk' in agriculture? 

Risk Overview



Risk 
Overview

Risk: 
The probability of an event 

occurring that can impact your...

Current Profit Level
Financial Situation (equity position)

Satisfaction and Well-Being



Risk 
Overview

Risk: 
The uncertainty of not knowing what 

will happen in the future. 

The greater the uncertinty, the 
greater the risk. 

Risk is what makes it possible to 
make a profit.  



How do you determine the difference?  

Risk Vs. 
Uncertainty



Risk
• A known probability of possible 

outcomes
• Implies you know beforehand what 

might happen with what likelihood
• You can manage for risk

Uncertainty
• An unknown probability of possible 

outcomes
• Unpredictable
• You cannot manage for uncertainty
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Low Potential 
Profit

High Potential 
Loss

Low Potential 
Loss

High Potential  
Profit

Relationship of Risk + Profit

Low Risk

High Risk



Risk Management 
Involves 
Finding the preferred...

COMBINATION OF ACTIVITIES, with

UNCERTAIN OUTCOMES, and

VARYING LEVELS OF EXPECTED 
RETURNS.



Risk 
Management

Identify and classify the risks 
you face

Step 1



P ro d u c t io n M a r k e t in g F in a n c ia l L e g a l

Any risk that 
impacts yields/ 

quality 
variability

Any risk that 
impacts output 
or input prices

Any risk that 
threatens 

finacial health 
and stability

Any risk that 
arises from 
dsiputes or 

disagreements

Sources of Risk

H u m a n

Any risk 
associated with 

the people 
involved in the 

business



Production Risk •Weather
• Pests
• Diseases
• Technology 
• Genetics
• Inputs (availability, quality, 

price)
• Equipment
• Labor

Sources

• Diversification
• Insurance (crop + revenue)
• Buildings
• Storage
• Vaccines
• Labor
• Production Contracts (ensure input supply + 

quality)
• New Technologies

Controls



Marketing Risk • Product Quality
⚬ Genetics, Disease, Handling, 

Input/Feed, etc. 
• Product Price
⚬ Quality, Timing, Global Market, 

Weather, Government Policy, 
Consumer Preferences, 
Demand, etc. 

Sources

• Futures + Options
• Forward Contracting
• Retained Ownership
•Quality Controls
• Storage (timing) 
• Cooperatives
• Niche/Value Added Marketing

Controls



Financial Risk 

• Cost and Availability of Debt 
Capital
• Ability to Maintain and Grow 

Equity
• Cash Flow
• Financial Shocks

Sources

• Fixed Interest Rates
• Interest Options
• Repayment Capacity
• Profit Margins

Controls



Legal Risk
• Contractual Agreements
• Business Organization
• Laws and Regulations
• Tort Liability
• Public Policy and Attitudes

Sources

• Business Structure
• Contracts
• Compliance Plans
• Liability Insurance

Controls



Human Risk • Injury
• Health
• Business Relationships
• Divorce
• Death
• Voluntary Departure
• Involuntary Departure
• Employee/Work Availability
• Transition Planning

Sources

• Safety Trainings
• Equipment in Good Condition
• Employee Handbooks
• Legacy/Succession/Estate Plans
• Health Insurance
• Appropriate Compensation (salary + benefits)

Controls



Risk of chemical 
costs increasing 
due to a fire at a 
large chemical
plant.

Market Risk

Production Risk

Financial Risk

Legal Risk 

Human Risk



Risk of 
grasshoppers 
decreasing our 
yield.

Market Risk

Production Risk

Financial Risk

Legal Risk 

Human Risk



Risk of root worm 
infecting our crop. Market Risk

Production Risk

Financial Risk

Legal Risk 

Human Risk



Risk of business 
owner/manager 
dying of a heart 
attack.

Market Risk

Production Risk

Financial Risk

Legal Risk 

Human Risk



Risk of food safety 
scare 
reducing the price 
received.

Market Risk

Production Risk

Financial Risk

Legal Risk 

Human Risk



Risk of interest 
rates 
increasing on our 
borrowed funds.

Market Risk

Production Risk

Financial Risk

Legal Risk 

Human Risk



Risk of a buyer 
reneging on a 
contract.

Market Risk

Production Risk

Financial Risk

Legal Risk 

Human Risk



Risk 
Management

Measure Your Risks

Step 2



• Probabilities of something 
happening

⚬ Some are known by observation 
or measurement

⚬ Some must be estimated by the 
decision maker

Risk Management
Measure your Risks 



Risk Impact/Probability Chart
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Management 
Strategy
Ignore

Management 
Strategy
Cope with it and move on 
(don't spend too much time 
on it)

Management 
Strategy
Have a contingency plan

Management 
Strategy
Critical importance, pay 
close attention

Low Impact/Low Probability
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Management 
Strategy
Ignore

Management 
Strategy
Cope with it and move on 
(don't spend too much time 
on it)

Management 
Strategy
Have a contingency plan

Management 
Strategy
Critical importance, pay 
close attention

High Impact/High Probability



Risk 
Management

Consider your ability or capacity 
to bear risk

Step 3



• Risk management strategies are 
affected by an individual's capacity or 
ability to bear risk

• Risk bearing capacity is directly related 
to the solvency and liquidity of one’s 
financial position 

Risk Management
Assess your risk bearing ability



Operator One
• Beginning Farmer
• Higher Debt Load
• Limited Equity
• Current Ratio: 1.13
• Debt/Asset Ratio: 0.48

Operator Two
• Established Farmer
• Limited Debt
• Significant Equity
• Current Ratio: 3.6
• Debt/Asset Ratio: 0.08

Capacity to Bear Risk



Risk 
Management

Consider the risk preferences of 
operators and managers

Step 4



Risk 
Preferences
Risk Averse or Risk 
Avoiders

•Cautious individuals

•Prefer less risky sources of 
income/investment

•Willing to sacrifice some income to 
reduce the probability of low 
incomes or losses



Risk 
Preferences
Risk Taker or Risk 
Preferring

•More adventuresome individuals

•Prefer more risky business 
alternatives

•Willing to accept some probability 
of lower income or losses for the 
opportunity of higher income



Risk 
Preferences
Risk Neutral

• Individuals between risk averse 
and risk preferring

•They choose the decision with the 
highest expected return



Heads
Y o u  w i n  $ 1 4 0

Tails
Y o u  l o s e  $ 1 0 0

What would you do? 

How much would you pay to play?



How much 
would you pay 
to play?

1. Nothing
2. $10
3. $15
4. $20
5. $25
6. $30
7. More than $30



Heads
Y o u  w i n  $ 1 4 0

Tails
Y o u  l o s e  $ 1 0 0

What would you do? 

H o w  m u c h  w o u l d  y o u  p a y  t o  p l a y ?

What is the expected outcome?



Expected Outcome

Heads
Y o u  w i n  $ 1 4 0

Tails
Y o u  l o s e  $ 1 0 0

140 x .5 = +$70
-100 x .5 = -$50
Expected   $20



Expected Outcome

Heads
Y o u  w i n  $ 1 4 0

Tails
Y o u  l o s e  $ 1 0 0

• Expected Outcome $20

• How much would you pay to 
play? 
⚬ $10 (Risk Averse)
⚬ $20 (Risk Neutral)
⚬ $30 (Risk Preferring)



Expected Outcome

Heads
Y o u  w i n  $ 1 4 , 0 0 0

Tails
Y o u  l o s e  $ 1 0 , 0 0 0

• Would you be willing to pay 
$2,000 to play? 



Risk 
Management

Set SMART risk goals
• Specific, Measurable, 

Achievable, Relevant, Time 
Bound

Step 5



•They reflect the values, interests, 
resources, and capabilities of 
everyone involved in the 
business

•They provide a basis for all 
business and family decisions

•They provide a means of 
measuring progress

Write SMART Risk 
Goals
Benefits of setting goals



Risk 
Management

Identify risk management tools 
to help manage risks 

Step 6



•Diversification of enterprises
•Vaccination programs
• Forward contracts
•Purchase insurance policies
•Storage/retained ownership
• Futures and options
• Life and health insurance
• Legacy/succession plans
•Down payments

Risk Tools and 
Strategies



Decision Tool

How Much Fertilizer Should 
you Apply?

Managing Hay/Crop Risk







Decision Tool

Restocking Your Range with 
Beef Cows

Managing Livestock Risk



1. Replacement heifers?
2. Buy Cows?
3. Lease Breeding Animals? 
4. Lease Pasture to Another 

Livestock Owner?

Basic Alternatives
Decision Tools
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Pasture and 
Cropland Leases

•Market Rate
• Calculate using costs plus risks
• Surveys of rates
⚬ Custom Operator Rates
⚬ Non-Irrigated, Private Pasture 

Leases



Leases

Equal? Equitable?



Equal Lease Arrangement
Revenues

• Landow ner  &  tenant  receive equal  
port ions.

• Landow ner  and tenant  pay equal  
port ions.

Expenses

EACH PERSON GETS THE SAME SIZE 
PIECE OF PIE

1/2
(50%)

1/2
(50%)



Equitable Lease 
Arrangement
•Needs? 
• Labor? 
•History? 
• Long Term?
•Risk? 
•Other?

EACH PERSON PAYS/GETS THE 
APPROPRIATE PORTION OF PIE



NAP
Basic, low cost, 

catastrophic 
insurance for non-

insurable crops

WFRP
Whole Farm Revenue 
Protection - Insurance 

for all commodities 
under one policy

PRF
Pasture, Rangeland, 

Forage Pilot 
Insurance Program -

Grazing land and 
hayland production 

insurance

Crop Insurance 
What would work right for you?
• In 2018, crop insurance protected 6,800 acres and provided 

$793,100 in liability protection
• Farmers paid $15,500 for this insurance coverage
• Crop insurers paid $96,700 in to cover crop losses in 2018



NAP
Noninsured Crop Disaster 
Assistance Program

•Provided financial assistance to 
producers of non-insurable crops 
due to natural disasters (Covers 
losses greater than 50% of expected 
production)

•There is a $250 fee per crop up to 
$750 per producer, per county, not 
to exceed $1,875 for all counties

•Production records must be filed to 
establish NAP approved yields.  



WFRP
Whole Farm Revenue 
Protection

•Provides a risk management safety net 
for all commodities on the farm under 
one insurance policy and is available in 
all counties nationwide

•Provides protection against the loss of 
insured revenue due to an unavoidable 
natural cause of loss

• For any farm with up to $8.5 million in 
insured revenue, including farms with 
specialty or organic commodities or 
those marketing to local, regional, farm-
identity preserved, specialty, or direct 
markets  



Useful Web Sites
USDA RISK MANAGEMENT AGENCY
www.rma.usda.gov

CSU'S AG + BUSINESS MANAGEMENT 
WEBSITE
www.wr.colostate.edu/ABM/

TAXES
www.ruraltax.org

ONLINE COURSES
www.rightrisk.org

FIND AN AGENT
http://www3.rma.usda.gov/tools/agents/comp
anies/2014/indexLPI.cfm



Thank You!

3170 B 1/2 Rd. Grand Junction, CO

JENNY BEIERMANN

jenny.beiermann@colostate.edu

Email Address

970.241.3346

Phone Number


